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The NWT’s tourism industry has been a significant growth engine for the 
NWT'’s economy. While there has been a growing recognition of the 
importance of tourism travel both to and within the NWT, the real impact 
of tourism on the NWT’s economy is not well understood. The economic 
impact of the NWT’s tourism industry has really never been measured. 
While it is fine to say that tourism is an important industry for the NWT, 
both public and private agencies have, in the past, not entirely 
demonstrated, in a quantitative and conclusive way, what the real 
economic value of tourism is to the NWT and what its potential for 
development is. 


The intent of this paper is to describe, through quantification, what 
tourism really means to the NWT in an economic context. As recently 
as three years ago it would have been impossible to establish what the 
economic impact of tourism is on the NWT economy. However, much 
has been accomplished over the last three years in terms of evaluating 
and analyzing the NWT’s tourism industry. It is now possible to back up 
statements about the importance of tourism to the NWT’s economy with 
quantitative and some fairly conclusive evidence about the nature and 
impact of the industry. 


An economic statement about tourism as an industry sector is very 
important. For one, it validates both the industry's and the government’s 
past and future development efforts. In the case of tourism, as the 
following sections will demonstrate, it is not a ‘“‘dead horse’’ or a sink 
hole for wasted energy and money. Quite the contrary, tourism is a very 
significant industry with some very real development potential for the 


NWT. 
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We often forget that tourism is a year-round business for the NWT that 
serves both NWT residents as well as non-residents. In most cases the 
accommodation, food and beverage and airline sectors certainly view the 
tourism or travel industry in that light. In these instances the operator 
really doesn’t care if the seat is sold to residents of Iqaluit or a resident 
of Calgary. 


At present most of the data and information that is collected for the NWT’s 
tourism industry is for the non-resident traveller during the summer travel 
season from June to September. Admittedly this is an important travel 
season for our industry but in order to assess the full economic importance 
of the industry to the NWT we can only estimate travel volume and 
expenditure for the rest of the year. 


Initially the NWT’s tourism industry was built to serve the resident or 
NWT market for services such as hotels, motels and air travel. It has only 
been within the last few years that we have really been exporting our 
travel products. 


Based largely on an estimate, the following table indicates that even today 
the NWT traveller (55.7%) is still the largest customer for the NWT’s 
tourism industry. This situation is not that dissimilar from the southern 
provinces where in most provinces over 70% of provincial travel volume 
is generated by provincial residents. 








TABLE 1 


Estimated Annual Resident and Non-Resident Travel Volume 
To and In the NWT 


1986 
Number of 
Travel Market Person Trips % 
NWT Resident Travel! 101,200 55 21 
Non-Resident Travel 
¢ Business Travel? 46,730 25.7% 
e Pleasure and Related Travel? 33,688 18.6% 


1) Assumes NWT residents make an average 2.3 trips annually within the 
NWT. 


2) Assumes that November to May non-resident business travel is equal 
to recorded June to September business travel of 23,336 trips to the 
NWT 1986. 


3) Assumes recorded June through September pleasure and related travel 
represents 85% of annual non-resident pleasure travel to the NWT, 


1986. 


Source: Product Development Plan for the Northwest Territories’ Tourism Industry - by 


Derek Murray Consulting Associates Inc. 














Average trip expenditure to and in the NWT is the highest in Canada. 
In 1986 the average trip expenditure made by non-residents to the NWT 
was $912.50 per person trip. Compared to our neighbours to the West, 
the average trip expenditure for non-resident NWT travel is five times 
greater than in the case of visitor expenditure captured by the Yukon’s 
tourism industry. In essence ours is a ‘“‘value”’ not a ‘‘volume”’ industry. 


The key to future success lies not in travel volume but in selling quality 
travel products that are unique and are perceived to be high-valued 
tourism products. In short we should be able to achieve the same 
economic results with fewer tourists. Given the economic, social and 
community structure of the NWT it represents a far more compatible 
approach to the industry’s development. This is particularly the case for 
many of our smaller communities who simply could not absorb the impact 
of greatly increased visitor volume. 


The following table estimates that the current value of the NWT’s current 
travel volume is $119.5 million annually. 
TABLE 2 


Estimated Annual Tourism Expenditure Generated by the 
NWT’s Tourism Industry 


Non-Resident Travel! $ 73,348,178 


Resident Travel? 46,172,500 


1) Assumes $912.50 per trip. 


2) Assumes resident per trip expenditure is 50% of non-resident per trip 
expenditure. 


Source: Product Development Plan for the Northwest Territories’ Tourism Industry - by 
Derek Murray Consulting Associates Inc. 
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Unlike other industries such as mining or manufacturing, tourism is a 
labour intensive industry. In essence it is a service producing industry 
which requires a much higher labour input than goods producing 
industries. As shown in the following table the industry employs over 
2,500 people. Actually it employs a great deal more people when 
measured in actual part time, temporary and full time jobs. In terms of 
job creation, both full and part time the industry employs over 3,550 
people. Part time employment in the lodge and outfitting sectors of the 
industry is substantially greater than full time employment. 


TABLE 3 


Estimate of NWT Tourism Industry Employment 
by Industry Sector (In Person Years) 


1986-1987 
Employment 
Industry Sector (in person years) 
Hotel/Motel Accommodation 591 
Lodge/Tent Camp S79: 
Outfitting 324 
Restaurants/Food Services 591 
All Other Tourism Industry Related Businesses 628 





Source: Product Development Plan for the Northwest Territories’ Tourism Industry - by 
Derek Murray Consulting Associates Inc. 











ie ell 


: ) 


At present the public sector (federal, territorial and local government) 
is the NWT’s largest employer. In fact the public sector accounts for 
almost 40% of the NWT’s employed labour force. However from the 
perspective of the private sector, tourism is the largest employer as shown 
in the following comparison with the NWT’s principal industry 
employment sectors: 


FIGURE 1 
Employment by Industry Sector in the NWT 
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Source: Statistics Canada’s Labour Force Survey, 1986. Tourism Employment Estimates taken 
from Table 3. 
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Gross domestic product refers to the value of goods and services produced 
by an economy. At present (1986) the NWT’s GDP is valued at $1.1 
billion. At $119.5 million in expenditure, tourism accounts for almost 


11% of the NWT’s GDP. 
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Lastly, both the Territorial and Federal governments are major stake- 
holders in the NWT’s tourism industry by way of the revenue it creates 
for government through taxation and licensing. As shown in the follow- 
ing table the federal government is the principal beneficiary. 


TABLE 4 
Government Revenues of the NWT’s Tourism Industry 
1986 
(in 000,000’s) 
Federal Government Revenues! $35.9 
Territorial Government Revenues? > 20235 


1) For every one dollar of tourism expenditure 30¢ in federal tax revenue 
is created. 


2) For every one dollar of tourism expenditure 7¢ in territorial tax 
revenue is created. 


Source: Derived from Tourism Canada’s Tourism Impact Model (TIM). 


Tourism is a $73.3 Million Export Industry for the NWT 


Normally when we speak of exports, we think of mineral shipments such 
as oil, gas, gold and other minerals. However tourism is also an export 
industry for the NWT. In the tourism business exports are non-residents 
who travel to the NWT. The value of that non-resident travel is measured 
in terms of travel expenditure captured by the NWT's tourism industry. 
In 1986 the value of non-resident travel was estimated to be $73.3 million. 
In fact, the value of non-resident travel is significantly more important 
to the NWT’s economy than NWT resident travel. Non-resident travel 
accounts for 61.3% of the total expenditure captured from both resident 


and non-resident travel. 
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Regarding the future growth of the NWT’s travel industry, it will not come 
from the resident market or the non-resident business travel markets. The 
growth of these travel markets are closely tied to the growth of the NWT’s 
population and economy. Both of these markets are difficult to influence 
through government and industry development initiatives as their growth 
is largely controlled by other factors such as the general health of the 
NWT’s economy. 


Rather, it is the non-resident pleasure travel market towards which 
industry and government have been and should continue to direct their 
efforts. : 


In 1987, the Government of the Northwest Territories and the Tourism 
Industry Association of the NWT jointly undertook the development of 
a Product Development Plan for the Northwest Territories’ Tourism 
Industry. The following table displays existing trips, by product, currently 
captured by the NWT’s pleasure travel industry against the actual trip 
potential that is available in North America for the type of travel products 
offered by the NWT. Very clearly, the NWT has significant market 
potential to develop its non-resident pleasure travel industry. 


TABLE 5 


Estimated Pleasure Travel Trip Potential for 
NWT Tourism Products 


Existing Estimated North American Current 
Pleasure Market Potential NWT 
Travel Trips Penetration 

Captured Canada U.S. Total Rate 

Outdoor/Adventure 

Travel 

¢ Fishing/Hunting 5,745 5,620 22,480 28,000 20.4% 

¢ Non-Consumptive 

Adventure Products 6,195 14,600 32,000 46,600 13.3% 
General Touring 14,372 32,636 46,000 78,636 18.3% 


Source: Product Development Plan for the Northwest Territories’ Tourism Industry - by 
Derek Murray Consulting Associates Inc. 
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